ERP Overview
Officer Professional Development Session

June 2005

= — Army Enterprise Integration Oversight Office >



Strategy

hasing,
important

ing purc

d other

lons for manag
| planning, an

Icat
Inancia

f

ipping,

ISsion

-

.

-

-
-
-

-

L
-
o
O
L
o

-

.

\
=

-

-

M

:
:
o

-

]

-
-
.

-

=

-
..
s

.

L
N
e

-

.
=

.
.
-
.

-
-

. Sh

Ice

database and appl

.
.

-

- -
-

-

.
.

-

-

-
-

-

.

-
-

-

-

.
.

-

-
@)
=
©
=
-
@)
(€
(0p)
-
©
-
_I
>
=
-
<
(@)
=
O
©
-
LL]

Enterprise Resource Planning (ERP)
An integrated multi-module software system that typically supports ERP. An ERP system
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0900 — 0905

9:05-9:35

9:40 — 10:10

10:15 - 10:40

10:45 — 10:55

10:55 - 11:00

Opening Remarks Ms. von Bernewitz

ERP Overview Speaker

ERP Lessons Learned

DoD ERP Landscape

Questions

Closing Remarks Ms. von Bernewitz
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Enterprise Resource Planning Overview — What is ERP?

An ERP system is an integrated packaged business
software system that allows a company to:

Automate and integrate the majority of its business processes

Share common data and practices across the entire enterprise
Produce, access, and manage information in a real time environment
Configure applications to meet business needs based on best practices
across industries and companies (built into software)

Distribution Facilities

Manufacturing

Advanced
Planning &
Scheduling

Services Services

Shared
Data

E-Commerce Customer

Relationship

Web Market Resources

Procurement

Supplier
Relationship
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Enterprise Resource Planning Overview — History of ERP
= New class of planning and resource management information systems

= Concept grew out of Material Requirements Planning (1960’s) in Manufacturing
industry

* Set of techniques that used inventory data, billing, and production schedules to
calculate materials requirements for replenishment

= ERP evolved to enable integration of all processes across functions

* SAP was the first — 5 former IBM employees created standard software for integrated
business solutions (1972)

= Manufacturing Resource Planning (MRP Il) introduced the concept of integrating
financials with the manufacturing work-in-process (1980’s)

= ERPs are now Commercial-Off-the-Shelf (COTS) business solutions specialized
by business process, function, and industry, with three key elements:

« Data — One common set for entire company, entered only once

* Integration — Process, store, and move data using a suite of software
 Module functionality — Process drives program interaction with databases
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Benefits: ERP Enables Corporations to Optimize Performance Along Two

Critical Dimensions

Businessey

Organization

Units
B

End-to-End

WY W %W VW VY VY
$$ Investment/Value $$

$$ Profit/Loss $$

Finance & Control
<Profit discipline
< Performance optimized within units
< Control/Hierarchy-based

(Business Units, Shared Services)
~Lag Indicators

Operations

< Process discipline

< Performance optimized across units
2Influence-based

ZLead Indicators
2End-to-end/Outcome oriented




What Is the Value to the Business?

Business processes cross
organizational “silos”

Continuous process

Real time response

to business — iImprovement
problems ‘\ / ‘
\
BT — Everyone sees the s
X I, -"E ‘} 4*- e P pea -
UL 6 7 — same data = = ==
SR o Better
Reduction in costs = information for
Eliminate non-value decision making

e Cangernin add activities




Example potential cost savings

Savings .

HR Area Achiev?ad* Examples of Transformation in HR
Compensation & Benefits Upto20% | = Consolidation of various HR operations and the
Management development of an HR call center with interactive voice
=  Comp & Benefits Administration résponse.syeiely
= Payroll
Transaction Processing 20% —40% | = Implementation of ERP self-service module to enable
» Employee Self-Service employees and managers to perform transactions directly
» Manager Self-Service with disintermediation of HR resources resulted in reduction
* eRecruiting of headcount and operational HR costs by 20%
Workforce Excellence 20% -50% | = Implementation of web-based learning enabled reduction of
= elearning cost per training hour by 40% and reduced training
= Knowledge Management & development costs by 10%.

Community = Leveraging Portals enabled automation of data input into
= World Class Productivity core systems, reduced 70 positions globally and increased
training time by 20% with out any productivity loss.
Transformational Over 10% | = Transformational outsourcing of non-core functions such as
Outsourcing HR transaction processing resulted in recurring savings of
overall costs, reduction in 12% HR FTE and reduced HR
cycle times by a minimum of 20%.

* The benefits of improving the performance of corporate functions impacts both the corporate functions within as well outside firm-wide. The external benefits can be
significant and include e.g., firm-wide productivity improvements that can result in improved revenue generation, improved employee retention, increased & improved client
service delivery and connectivity. The actual benefits varies significantly from firm to firm depending on the cost approach taken and the technology infrastructure
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Critical Success Factors

= Manage Expectations — THE WHY
« Maximum use of COTS templates — take advantage of the best practices built in
* Focus on the ‘to-be’ business processes, not the ‘as-is’ situation
» Experienced Project Manager familiar with the package is a must
= Know Your Scope — THE WHAT
 Clarify the business mission capability needed — end-to-end requirements
» Testing is key - validate configuration with iterative process and test, test, test

= Pick the Right Approach — THE HOW

» Selection and planning: addresses two most critical ERP technology issues:
= Scope and scalability

« Complexity — Realign processes to fit applications (business process management)

* Risk Management
* Timeline / Schedule

 Strategic Alignment —
integration of
business processes
and IT

Before ERP — Disparate

Functions HR ' | Finance ' lOperations

ONIS
Applications%_iu@

& Interfaces O

After ERP — Integrated

HR Core ERP

Finance

Operations,

-

Functions &
Applications

Authoritative
Data Source
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Critical Success Factors (cont.)

= Focus on the Stakeholders — THE WHO
 Involve users throughout (start to finish)
* Focus on culture/change-orientation
= Effective communications and training before, during and after implementation!

= Have Committed Sponsors — THE BACKERS
« Strong support from Senior Leadership — and across the chain of command

= Avoid Customizations — Stick to Standard Functionality — THE ENABLER

 No vendor can “do it all” — but changes and customizations are costly to make, and to
maintain, strong business case should be required for any customization

= ‘Go-Live’ is not the end of the project — Continuous Improvement
« Document all new business processes, re-write job descriptions, formalize training
« Consider applications maintenance contract
* New system demands will appear -- upgrade the ERP system and maintain support

= Availability of key resources is essential for a successful implementation
* Needs buy-in from the organization/stakeholders
 ERP is an enabler -- key resources know processes to be supported and in what way
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What is the ERP market place like?

= $22B in 2004 vs $20B in 2002 ERP Vendors
40-
35
30
= 8 -10% + growth per year el
20
1541
101
=The top 2 players now own o]
more than 60% of this 0-
market with consolidations of 2002 2004
JDE, PS, and Oracle O SAP O Oracle O Sage @ SSA

O Microsoft @ Others (6-10) B Others (11+)

Oracle includes JDE
& PeopleSoft

.~ .. Based on total Revenues, AMR Research 2004




Who are the ERP Service Providers?

Figure 2. Magic Quadrant for North American ERP Service Providers, 2005

Ability to
Execute
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Challengers

Oracle Consulting

Leaders

IBEM Business

Consulting ¢
SAP Consulting Services ®
Tata Consultancy Accenture
L Deloitte @
Satyam Computer | BearingPoint o
Services - o
& Rapidigm - Capgemini
L b Computer Sciences
[ o ® Ciber | Corporation
®*Infosys
Cognizant - ﬁechnolﬂgies
Technology P _
Solutions TET"“'QQ"E'E "
® Answerthink
|. e Hitachi
HCL Consulting
Technologies
® |ntelligroup

Niche Players

Completeness of Vision
Gartner Research (March 2005)

As of March 2005

Visionaries




ERP Core Systems and bolt-ons

i ERP Suite i
External |
. ! Bolt-ons |
Business ! :
Partners : Core ERP | Supply Chain m :
i HR Management = Legacy :
! - Product § Application i
Finance Lifecycle 7 )
> @ !
®© . Management > :
5 L Operations Business S :
] Intelligence 5 Legacy —@ |
O Q Application |
| @ o |
| > |
Authoritative %
! Data Source i Legacy
| = Application i
: = i
Core ERP Functions: = Bolt-ons (Add-ins)
 Human Resources _ _
. Finance . Adxagcled Planning & - Environmental Health and Safety
: Scheduling - Facilities Management
» Operations ’ ésssf;rl:f;nlgg?ar?gg;h'p - Procurement
° u | | o . . .
Management Supplier Relationship Management

* Supply Chain Management

* Distribution Management
e ....and more

- Energy Management
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Roles of Vendor vs System Integrator (Sl)

= Vendor Strengths
 Skilled in Application
» Help Desk Support of Application
» Supports Software (patches, fixes, application bugs)

= System Integrator Strengths

* Project Management Skills (PMP)

« Change Management and Training Development Skills
Integration of ERP application with legacy systems

Use of application in business areas and best practices with ERP
= Finance
o Human Resources
= Operations

Gap resolution with 3 party tools and bolt-on applications

Focus on Industry/Business Area
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Summary

* ERP Implementations are large and complex
« Many integration points with system modules and internal legacy systems
* Leveraging ‘best practices’ of system WILL result in CHANGE

* To support and maintain changes as well as decisions made need strong
and involved executive support

» Use experienced Sl with strong credentials in delivering successful ERP
programs

= Not a systems project but MUST be a BUSINESS project
* Leadership and sponsorship should come from the functional business
area(s)
» Clearly identify business case and expected results (Who, What, Where,
When, How) — measure throughout not just after

* Need collaboration and strong participation of stakeholders during design to
create successful model and momentum

« Change Management strategy and practices are key to success of program
Implementation and sustainability
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ERP: Lessons Learned

These materials can be reproduced only with Gartner's official approval.

Such approvals may be requested via e-mail — quote.requests@gartner.com. Gartnen



ERP Objectives

m Leverage vendor development

m Get out of the software business

m Leverage “best practices”

m Common database and data definitions

m Leverage packaged integration

m Enable a business transformation

m Deeper and broader support and documentation
m Leverage new technology

m Achieve compliance
Gartner



Implementation Reality

They’'ve
discontinued
support. Now

what?

| did not
see that
in the
demo.

We are
going to
save
Millions!!

9_r:og:hs More custom

is very :

possible. fr:gr?rigan?llgdg What
Well p : business

under $! benefits?

We

reduced
WOWw! scope to
Great make our
Product. date.
Real

Potential

What, another
patch and

We need -
oint release?
new Make that pol

systems! Phase Il.
Strategize Execute Manage
Evaluate Time

>
Technology Peak of Trough of Slope of Plateau of
Trigger Inflated Disillusionment Enlightenment Productivity

Expectations Gartner



How to Define Success

Success is typically defined as being on time and on budget.
When measuring success, also look at whether program
objectives are achieved.

Project
Planning \A
& Launch Make this Date
' Q ______________ .. Hold the Budget
Well Known Unknown Downstream Impacts Be a Success!
Activities (We don’t know what we don’'t know)
Eliminated Tasks
\ y,
o @------mmmmm - @ ----+@

What you don’t know, can hurt you.

Downstream Impacts caused by:
Custom Programming
Integration Challenges

Business Events Gartner



| essons Learned

m Multiple process versions

— Standardization dreams turn into configuration nightmares as unique
configuration needs by site minimize ability to gain efficiency

m Address both operational and management processes

— Business process education is required in addition to system-use
training

m Governance

— Decision hierarchy must support rapid response to avoid stalling the
Implementation

Gartner



| essons Learned

m It's not over until the interfaces are done

m Data ownership / stewardship / quality assurance is a complicated
Issue

m Cutting testing effort due to timing / budget constraints costs more in
the long run

m Structured organizational change efforts reduce resistance, minimize
FUD, and improve willingness to work through start-up issues

Gartner



Organizational Change:

People Issues are Often Minimized

Won’'t Change

Traits

* Not bought in

* Threatened

* Pride in Ownership

 Experienced Previous
Failures

Strategies

« Communication

e Active Engagement
Responsible for Change
Incentive

Decisive Leadership
Biggest Critic to
Biggest Advocate

Can’t Change

H

Traits ¥ ==& 1§

» Lacking Skills
« Lacking Understanding
 Would Rather Quit

Strategies

« Communication

« Engagement

e Training

e Career Counseling

What Change?

Traits
« Ambivalent
* Follower

Strategies

« Communication

* Engagement
 EXxposure

e Training/Education
e Support

Gartner



The Competence Center Model

S

l\

Business User Business Applications  Application Infrastructure
Process Interface Process Development  Operations Support
Support Support Enablement and Integration
m Super- =PC = All Business = Application = Architecture = Hardware
User- = Network Applications Development = Database = Storage
Based = End-to-End = Application Admin. = Disaster
=Level One Process Integration and |, gack-up and Recovery
= Triage Sup:oort Middleware Recovery
e = Application = Bl and DW -
= Training Config. Development . Secyrlty
= Knowledge and Integration |®Environments
Management |=Business = Software
= Meta and Partner Change Mgmt.
Master Data Integration = Patches
= App. Vendor -ény-Shore = Archiving
esource :
Cpmms. | Management = Tuning
m Link to Business mSLA
B“a'r?ifss IS Competence Center IS

Gartner




Post-Go-Live ERP Support Model:

The Complete Picture

Business Management Ownership

m Business process ownership
m Business change leadership
m Prioritisation of system changes

= Funding resolution SLA
‘ i | |
ERP ~ ERP
End Business Competence Vendor
Users | | SuperUsers || ITHelp Desk | | Center <:> """ Product
PROBLEM m Business m Track Support
process skills
3 sssssssEssEEEfuessmnjEEEEn ’
- y | S (O S FUTSE S N— v
Infrastructure _S glling:r%BIuct

1% |7

Support Development

Key: Processes —
Gartner



Establish An Upgrade Management Plan

The Vendor’s Release Schedule

Upgragde Wiindo

NN N NN N
S

Your Release Schedule

4 year cycle \
T

5 year cycle

6 year cycle [ é

o 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Years Gartner
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June 2005
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El Toolkit Roadmap

Enterprise Integration (El) Toolkit
Road Map Overview

< — D

Preparation

Define Problem/|
Challenge

I APPROVAL

Business Case
{High-level)

-
!

Alternatives Requirements
Analysis ﬁHig h-level}

Preparation

Blueprint *

B APPROVAL

4 compLiANCE
_/MILESTONEB

Project Charter

I APPROVAL

& compLiance
_/ MILESTONE A

http://www.eitoolkit.com/overview.cfm

= Army Enterprise Integration Oversight Office

Design/Build **

Transition/
Cutover

Software Systems Integration
Preparation Preparation
Requirements Develop &
(Mid-level) Issue RFP/SOO
Develop & Vendor
Issue RFP Evaluations
Vendor Service Agrmt.
Evaluations & Task Order(s)
License/ I APPROVAL
Agreement
B APPROVAL Award
Award
CHANGE

I APPROVAL
@ compLiancE

_/ MILESTONE C

Go-Live

MANAGEMENT

S+~

* Blueprint = Detailed Requirements
and High-level Design

** Dasign/Build = Detailed Design,
Configure/Develop and Test

28




DoD 5000 / El Toolkit

Defense Acquisition Management Framework — Traditional

/A\ /B\ A I0C FOC

System

Concept Technology Production &
: Development &
Refinement Development : Deployment Support
Concept Decision DemonStrat on
DT
Pre-Systems Acquisition Systems Acquisition Sustainment

El Toolkit Roadmap

/p\ A A I0C FOC

. Integration
Initiation Acquisition Implementatio Testine Post Go-Live
. Acceptance\
. Testing
; : — IOT&E itial .
*Preparation Software System Integration *Preparation ‘Ln't.'a Gé)l-l-lve Support
. initi : . ; Project Close
.Erosprir:SDce;?étlon *Preparation *Preparation Blueprint -Pro]duction Support
Ru n i *Requirements *RFP/SOO *Design/Build _
*Requirements ‘RFP «Vendor Evaluation *Developmental Testing

:élt:err:lartwes *Vendor Evaluation *Service Agreement & Task Order *Transition/Cutover
are sLicense/Agreement «Award
*Award For information abut the tools see:

http://www.eitoolkit.com/tools.cfm
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El Toolkit

Implementation Road Map

PREPARATION
PROJECT FINALIZE PLAN
MANAGEMENT AND KICK-OFF

BLUEPRINT

MANAGE THE PROJECT AND EXECUTE CONTROLS

BUSINESS
SOLUTION

Gather Existing
Documentation

Define Hardware
Requirements

Define Scope
nd Requirements

DESIGN & BUILD

TRANSITION/
CUTOVER

ASSURE READINESS
FOR GO-LIVE

Design, Configure,
Develop and Test Solutio

Define Technical
Requirements

Define a\1d Test Security,
Establish Infrastructure and
Emrirqnmnnh

Final
Integration Test

Final Security
and Systems Test

Define Readiness and
Plan Communication

CHANGE
MANAGEMENT

Train Project Team
and Plan for Change

\
Plan for End I..I;Inr Training
and Manage the Change
Management Plan

Train End Users and

Go-Live Readiness

Develop Risk
Mitigation Plan

RISK
MANAGEMENT

\
\

Identify and Manage Risks \

Assure Readiness
for Go-Live

http://www.eitoolkit.com/impl.cfm
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RICE (Reports, Interfaces,

Conversions, Extensions)
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Example of RICE pricing table for software objects

R.I.C.E. Pricing Table
Complexity

Low Medium High
Reports & Forms $3,592.52 $6,286.91 $8,083.17
Interfaces $3,592.52 510,777.56 $21,555.13
Conversions $7,668.88 §23,006.63 $46,013.27
Extensions and $9,580.06 $29,937.68 $80,232.98
Workflows

Price includes creation of technical specifications, coding, documentation and unit testing.

Source: “DoD ESI's Successful
New Approach for Enterprise
Resource Planning”, Chris Panero

31

= Army Enterprise Integration Oversight Office



Magic Quadrant for Morth American ERP Service Providers, 2005

Challengars Loaders
1 |BM Businass
Oracle Consulting Gansuling ¢
SAP Consulting Sanices .
Tata Consultancy Accanture
Senvices Deloitis o
Satyam Computer |BearingPoint
series Capgamini
» Rapidigm | » pg
“ . Computer Sciences
[ e #Ciber | Corporation
#rfosys
Cognizant @ JEchnologies
Tachnology WO
Solutions Tachnologies
| . ® Answarthink
- Hitachi
HCL Consutting
Technologies
# Intalligroup
As of March 2005
Miche Players Visionaries

Complatemss of Vision ———

Source: Gartner Research (March 20035)

* Extension to Oracle BPA is in process

Systems Integration Services
Lead Service is Navy
BPA for vendors: Contract Awards as of:
3-May-04 to 3-May-09 1-May-05
Accenture None
BearingPoint None
CSC None
Deloitte None
IBM DLA Food Service Mgt ($46M
over 5 yrs)

Soft Lead Purchases
M r? fvvatrer S er?/i Date Term of through Dec-
anu rac ure ervic Awarded Contract 04
DoD / Army
Oracle Army | 27-May- | 31 May $24M |
99 2005* $12M
PeopleSoft | Navy [ 25-Jun- GSA FSS $7.5M /
03 schedule $3.1M
SAP Navy | 14-Feb- | GSAFSS $7.5M /
02 schedule $4.4M35
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El Toolkit

Change Management

BY PHASE
IMPLEMENTATION
BY ROLE
LEADERSHIP i Measure
Identify and Engage Develop Strategy Implement Strategy Effectiveness
COMMUNICATIONS Determine Strategy Develop Plan Execute Plan 5[:;.::::{':"
ORGANIZATION Determine Establish Review and
STRUCTURE Requirements Develop Plan Infrastructure Planning
Plan and Assess Include in Contracts Measure and Assess Monitor and Measure
Aﬁ%"‘.’é‘iﬁﬁﬁ G Raise Awareness Review Current Skills Define and Train Continue Training

http://www.eitoolkit.com/cm.cfm
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Army Navy/MC Air Force TRANSCOM DFAS DLA DISA

Weapons
Systems
Lifecycle Mgt.

DIMHRS

Human
Resources
Management

Materiel
Supply &
Service Mgt.

Business Mission Capability

Financial
Management

Real Property
& Installation
Lifecycle Mgt.

SAP Oracle PeopleSoft TBD

B ] e [
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ERP Benefits the Army

One “system” means
no interconnectivity
iIssues!

Now | have time to
analyze the data instead
of just punching numbers

Information
Is readily available

| have the same
info corporate does!

| only enter
data one time!

We're all working
from the same
set of books!

Workflow is visible
from everywhere!

. 35
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